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CHAPTER I. 

OfiNERAL PRINCIPLES OF BANKING, WHEN FOUNDED ON A CON- 
VERTIBLE PAPER CURREKCT. 

1. The system of banking by two or three hundreds of 
individuals, on the ordinary principles of a mercantile co- 
partnery— whereby each partner becomes liable, to the ex- 
tent of his whole fortune, for the debts of the copartnery—* 
had its origin in Scotland, iwrhere it has flourished for up- 
wards of a century, and given to that kingdom a circula- 
ting medium more valuable than the currency of any king- 
dom in Europe. 

2. The system of joint-stock banking gives ctrcuZo^ton to 
the landed property, mineral riches, stock of commodities 
on hand or on consignment at foreign ports, by represent- 
ing a portion of their value in a paper currency, guarantied 
by the united private fortunes of the whole individuals com- 
posing the bank,^ and thus establishing the certainty of its 
convertibility into government stock, if not into actual 
bullion, at the call of the holders. 

3. When this system was established in Scotland, the 
beneficial effects of so splendid a discovery could not be 
conjectured. This arose from the depositors being at first 
ignorant of the undoubted nature of the security they pos- 
sessed for the due payment of the notes, receipts, and oth- 
er obligations granted by the banking company; and from 
this ignorance of the value of the security, arose the con- 
sequent necessity, on the part of the bank, to keep a lar^e 
stock of unproductive coin or bullion, nearly equal In 
amount to the notes and receipts issued by the company. 

4. But the experience of a few years enlightened the public 
mind. Commercial men at length perceived that a differ- 
ent system of banking might be adopted, than that which 
was based on the principle of laying up coin or bullion^ 
and only issuing its paper representative for the same 
amount, to the aid of the commercial interests. It was evi- 
dent, on such a system, one unit was not added to the 
sound currency of the country, and a plan equally good 
might have been invented and acted on by any of the 
most barbarous nations in the world. The mercantile 
wants of an improving agricultural and commercial coun- 
try, demand that some means should be adopted, to give 
farmers and merchants, requiring capita], the aid of the 
positive equivalent values of bi^on which are at the time-^ 
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1. Iient to government on the security of the taxes. 

2. Invested m improvements on land, produce of mines 

and quarries. 

3. Laid out in buildings for manufactures, in the price 

of ships, and other productive property. 

4. Expended on manufactured goods, lying either in 

the warehouse, or in the hands of partners, or 
consignees at foreign ports. 

5. From the first and most evident principles of all 
wealth, it must be apparent that loans by the wealthy on a 
paper currency, representing the mortgages held over 

fDvernment stock, funds invested in land, mines, quarries, 
uildings, manufactured goods, is just lending the same 
quanti^ of bullion to commerce, which would be required 
to replace the foresaid government stock, lands, mines, 
buildings, ships, and goods. This immense advantage re- 
sults from issuing the representative of wealth, instead of 
wealth itself— thsit the actual wealth so represented, con- 
sisting of the government stock, &c., is allowed to exist in 
the hands of its proprietors, as a productive power of new 
wealth, both to the proprietors themselves^ and to the nation. 
Had the joint-stock banks of Scotland msisted that their 
partners should convert their government stock, land, 
buildings, goods, ships, and colonial estates, into bullion, 
and then deposite the bullion in the vaults of the bank, as 
security for deposite money and bank issues— neither the 
landed nor the commercial interests could, by possibility, 
have received the aid of one ounce of bullion, by paper 
representation, at any reasonable price, so as to have af- 
forded profit to the partners. 

6. A system of paper currency, founded on such barba- 
rous principles, could never have been productive of profit 
to the banking company, had it even been possible to extend 
aid to the farmer or merchant, on such a plan. But, so 
long as nature has decreed that the rich must have the mo- 
tive of profit before they will lend, that system of banking 
which confers profit on the banker, is the only sjrstem which 
can be adopted by all enlightened governments, so that 
the subjects may possess a sound currency, and such a 
supply of it as is adequate to the commercial wants of the 
community. 

7. The only system, therefore, which can confer profit 
on the giver, is that plan of banking which admits govern- 
ment stock, land, buildings, ships, and goods, to be repre- 
sented by paper, to the amount of perhaps two ^irds oi the 
bullion such stock, land, buildings, ships, and goo^s, would 
bring in the open markets of the world; and jpis paper 
lent to those who are able to give security on similar goods 
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for its return, with the fixed rate of interest for its use, to 
the banking company. 

8. By the Scotch or joint-stock system of banking, the safe- 
ty of the receivers of the paper currency is better guaran- 
tied than possibly could be done by any puUic act of the 
legislature, interfering with or regulating the amount of 
the bank's issues, or troubling itself about the amount of 
bullion or securities the bank possesses. So long as the 
bank is composed of a numerous proprietary^ able to pay 
up the various calls on the bank stock, and each partner 
liable to the whole extent of his private fortune to the pub- 
lic for the engagements of the bank, the government may 
rest assured no undue issue of bank notes or bills will take 
place by such a banking company, beyond what isproJUable 
to themselves ; and, so long as there is a projit, it is a clear 
demonstration that they do not, by their issues, exceed the 
legitimate and fair wants of the bank's customers. It is 
the constitution of a bank, not its issues^ which ought to be 
the care of our government 

9. In fact, the science of government, like other sciences, 
has become so well understood, that the community will 
not permit the practical application of the old doctrine of 
interference with marketable commodities, regulating quan- 
tity, givins; bounties or charters to exclusive companies, at 
the expense of the whole commercial interests. All that 
commerce demands from a government, is protection; 
and the greatest blessing any government can confer on 
the monetary interests of a country, is to let issues alone, 
and Mow merchants to regulate themselves. Government 
may rest assured that, should the proprietors of a banking 
company ever create an undue quantity of paper, they wiS 
be checked by the non-demarui for it. Demand and supply 
have the same effect in regulating the price of banking 
currency, as they have in regulating the price of bullion in 
the open market. That no danger of over-issues of paper 
by a joint-stock bank is to be apprehended, will be proved 
in the subsequent chapter. 



CHAPTER II. 

CHECKS ON OVER-TSSUBS ENDANGERING THE SAFETY OF THE IN- 
DIVIDUAL PARTNERS, OR THE PROSPERITY OF THE BANK. 

10. The first check or regulating power in the joint- 
stock bank machine, is the board of directors. This body 
is composed of members, all shareholders, sdected from 
thftganeral bod/ of proprktorv* Tbey^axa eatu^iade- 
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pendent of the manager or other ofBce-bei^ers. Theii* 
entire individual fortunes are responsible, in their charac- 
ter of partnen, for the whole debts and obligations of the 
bank ; and no possible case can arise, whereby it would 
be for the private and personal interests of the gentlemen 
composing the board of direction to connive at the adop- 
tion of measures dangerous to the bank ; for this reason — 
that, though the profits of all good measures fall to be di- 
vided amongst nundreds of partners, the odium of bad • 
measures would be limited to the members of the board. 
The safety of the public and the safety of the partners are 
so intimately connected, that, in their capacity of partners^ 
the public ought to repose a high degree of confidence in 
the board of directors. They are a body of gentlemen 
freely chosen from amongst the proprietors ; not liable (in 
their collective capacity as directors) to require bank ac- 
commodation ; nor can they ever possess power to make 
individual gains by the resolutions of a whole board. 
The danger arising to the proprietary, tfirough the neces- 
sity of intrusting their interests to a set of office-bearers, 
is, humanly speaking, amply checked by the constitution 
of joint-stock oanking companies. The office-bearers en- 
joy official existence only so lone as they act prudently 
and honestly. They are removable at the pleasure of the 
directors, on good grounds arising for their dismissal. 
Hence, the managers, and other office-bearers, have not 
only the usual motives of unblemished reputation, rank in 
society, and preservation of a good conscience, to induce 
them to act justly and honourably towards the partners of 
the bank, but they have the fear of instant dismissal before 
their eyes. In no one instance of joint-slock bank manage- 
ment is it possible to prove that transactions could have 
taken place, or ever did take place, similar to those which 
the bankruptcy of March, Stracey, & Co., and of Stephen- 
son & Co., unveiled to the public. 

12. A second guarantee for the mutual safety of the pub- 
lic and the partners of the bank, arises from the joint-stock 
system demanding that a balance-sheet shall be openly 
made up by the proper officers of the banic, who have no 
personal interest in deceiving the proprietary. This bal- 
ance-sheet is exhibited, in the first place, to the court of 
directors; and, afler having passed the scrutiny of the 
board—by having the cash, bills on hand, and assets veri- 
fied—it is submitted to the general court of proprietors. In 
this way, the balance-sheet of a joint-stock bank is the joint 
production of the heads of the various departments. Unless, 
therefore, it can be supposed that a combination to deceive 
the furopviita^rpi-us wtucb tte court of directors musi be*' 
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come arxe$$orie9^^ou]d be effected amonsfst the officers of 
the bank, there is scarcely a possibility of a false balance- 
sheet being rendered to the proprietary. It is not possible 
to conceive that large balances would be found in the bank's 
books, standing at the credit of individuals, whilst the funds 
themselves should nowhere be found in the bank's reposi- 
tories, or proper investment vouchers for the same. It is 
impossible, by the constitution of a joint-stock bank, and the 
•working of the machinery, that any one officer, of how high 
standing soever in office, could sell out bank and govern- 
ment stock, unknown to the heads of the other departments 
— such as took place in the case of Fauntleroy, the mana- 
ging partner of Marsh, Stracey, & Co., the private bankers. 

13. The safety of the depoQitors with a joint-stock bank, 
is much enhanced by a third advantage afforded by the 
constitution of a joint-stock bank—namely, the existence 
of an open court of proprietary. This court is a body 
usually composed of a very large number of members.-* 
The meetings of this body are held, by tlia constitution of 
some banks, quarterly ; others, hair-yearly ; and by others, 
only annually. At these meetings, the balance-sheet, made 
up by the heads of the various departments, and audited 
by the court of directors, is submitted, last of all, to this su- 
preme court of proprietors ; and, afler mature deliberation, 
a dividend is declared, regulated in its amount by the suifi 
of actual profits, ader deduction, usually, of a portion, re- 
commended by the court of directors, to be carried to a 
surplus fund, to cover any unusual or unforeseen losses in 
future years. But, in no instance, is a dividend ever de- 
clared, unless profits have been made. Thus, the very fact 
of a public dividend being paid to the proprietors of stock 
at all, is, of itself, an assurance to the depositors, that not 
only are their deposites safe, but that the bank possesses, 
independent of its entire capital undiminished, a surplus 
fund of profits. 

14. Independent, however, altogether of the tendency of 
the machinery of the joint-^tock bank system to secure the 
safety of depositors, arising from the checks ai^iost mal- 
versation, which exist within the bank, the pubilic possess 
an effective control over joint-stock banks — ^namely, the 
control of public opinion in the estimate of the public value 
of the bank stock. Shares in a jointrstock bank cannot long 
bring a premium in the public market, unless the public 
are satisfied, not only of the solvency of the bank, but of 
its possessing surplus funds to an extent commensurate 
with the ratio of premium demanded. No deception can 
be practised on the public in this respect ; because the bank 
iU^aQdihdexittbg part&en, ndst frequently oonq^iete 
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to become the purchasers of amy shares offered for sale — 
a fact sufficiently indicative that the bank's affairs are truly 
represented by public opinion. 

15. As the joint-stock system was not in existence in 
England at the period of the panic in 1825-6, what effect 
such a panic would have had on the joint- stock banks in 
England, cannot absolutely be conjectured. But, if we 
may judge from the effects of the panics on the Scotch 
joint-stock banks, the result of the two systems may be pre- 
dicated. During the panic in England, the Scotch banks 
never felt it The Scotch banks immediately fell back on 
funds easily available, and were perfectly independent of 
all assistance from tne bank of England, or the private 
London bankers. Indeed, the bank of England, itself, lay 
entirely at the mercy of the joint-stock banks of Scotland. 
Had the Scotch banks withdrawn, in a collective body. 
their entire London funda, which were centred in the bank of 
England, through their agents the private bankers, the bank 
of England must have suspended its payments; as, with- 
out this pressure from Scotland, the bank of England had 
to admit it was within "/en" hi>urs of bankruptcy. The 
state of things in England, amongst the private bankers, 
during the panic of 1825-6, with the relative state of the 
Scotch joint-stock banks, is forcibly shown in the pros-' 
pectus of the Cheshire and North Wales District Bank 
Company, recently issued. This document states-r" Prior 
to that time, (1825,) the law, in order to secure to the bank 
of England an unwise monopoly, prohibited the existence, 
in England, of banks having more than si^ partners. Of 
the consequence of such a prohibition, the years 1793, 1810, 
and 1825, are melancholy evidences. Credit, public and 
private, the foundation of all our mercantile enterprise, was 
then shaken to its basis; the powers of productive industry 
were paralyzed ; and the situation of this great trading 
community was forcibly described by the late Mr. Huskis- 
son, when he declared, from his place in parliament, "that 
the country was reduced to within forty-eight hours of a 
state of barter." A parliamentary inquiry led to a more 
accurate appreciation than had been previously obtained 
of the causes of the evil. The example of Scotland was 
appealed to, and it was seen that the disasters which had 
arisen in England, out of an insecure banking system, had 
no parallel in the history of that country ; for, whilst very 
many of the banks with us had lost all hold upon the con- 
fidence of the public, those of Scotland were uniformly 
looked up to with assurance and respect. Whilst utter ruin 
befell numbers of the bankei*s her6, the banking establish- 
menteof the sister comotry were i^ a state of jiinqnalified 
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prosperity. * Nay, at the very worst crisis of commerdal 
pressure — when, at one period, and within the brief term 
of a year, one hundred of our private bankers stopped pay- 
ment—and at another, within tlie briefer space of four 
months, commissions of bankruptcy were issued against 
fifty-nine banking firms, and many others were driven to 
compound with their creditors ;— even at these conjunc- 
tures, the Scotch banks were not affected by the difficulties 
of the times, but maintained, as of old, their sway with the 
pubhc, and yielded, as befdre, their annual returns to the 
shareholders. 

16. The system of mutual espionage and rivalry which 
exists amongst joint-stock banks, is another source of se- 
curity to the public. That a system of espionage exists 
upon every joint-stock bank, at least in Scotland, by their 
sister banks, who exchange notes and checks with them, 
must be admitted, after what took place with regard to a 
joint-stock bank establishment in the west of Scotland, 
The agents of the joint^stock banks, both in London and 
Edinburgh, being in constant communication with each 
other,, ha v^ early intimation of any departure, by any joint- 
stock bank, from the true and safe principles of banking. 
In fact, so long as a joint-stock bank can maintain its credit 
and good opinion with its sister banks, the public are tole- 
rably safe ; and so satisfied are the public in Scotland of 
this circumstance, that no run took place during the se- 
verest period of the panic, in 1S25, on a single Scotch bank 
—the public being well assured that the other banks would 
give (by a refusal to accept the notes and obligations at the 
exchange) a clear and distinct notice, that danger was to be 
apprehended. / 



CHAPTER III. 

ON THE ADVANTAGES DERIVED FROM JOINI^STOCK BANKINd TO 
TUB SOAREHOLDERS. 

17. If an overpowering ar^ment in favour of joint-stock 
banks were required, it ought to be found by the public in 
the consideration of how much the customers lose by giv- 
ing away their bank profits to a few hidividuals, in place 
of becoming an association of bankers themselves — pre- 
cisely as men form themselves into an association of mu- 
tual life assurers — and retaining amongst themselves the 
profits of bankin?, as the latter do the profits of life assu- 
rance. The stocks of the various joint-stock banking es- 
tablishments of Scotland, stand, on ao average, at 100 per 
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cent premium on the paid up capital. The stocks of the 
JEnglieb joint-stock banks, founded on the model of the 
Scotch, all range at exceedingly high premiums. The fol- 
lowing list of English joint-stock banks, is the latest quo- 
tation, which the public have of the present murket value 
of the paid-up capital of each bank,, from which it will be 
perceived . that the various stocks average from 60 to 300 
per cent premium :— 



Name ofBank. 




Amount 
Paid up 


Latpjt 
Dividend 
|ier cent. 


PreBentl 
Market 
Pric«. 


Lancaster Banking Company, 
H udders field Banking Company, 
Bank of Manchester, .... 
Gloucesfer Banking Company, 
Birmingham i^anking Company, 

Halifax 

York, City and County, . . . 
Macclesfield &Huddcrsfield B. C. 
Sheffield Banking Company, 
Leeds Banking Company, . . 
Darlington District Bank, . . 
York Union Banking Company, 


1826 
1827 
1829 

1^0 
1831 
1832 


£20 
17 
25 

6 
10 
10 
10 

5 10/ 
55 
10 
15' 
10 


7 
10 
12 
12* 

n 

13 
10 

Ik 

8 
7 


£40 
3110/ 
35 
Ifr 
14 
21 
22 

14 10/ 
94 

16 1 
21 
le 



IS. The?«e prices are the results to shareholders who 
patronize a joint-stock bank at its commencement, or prior 
to its shares bearing a premium— that is, the class of share- 
holders who obtain shares at pa:r. Any party who invested 
£5000 in several bank stock, in addition to having drawn 
seven and a half per cent, of dividends annually, would 
actually receive £15,000 for a transfer of so much stock as 
cost originally only £5000 ; and in the same ratio to the price 
and the sum paid up, as given in the above scale. Thus, 
a father of a family, five in number, say daughters, who 
intends to leave them £1000 each, were he to invest the 
sum in joint-bank stock, in place of investing it in the 
funds, would not only receive large dividends during his 
own life on the amount set a^ide, but have the satisfaction 
to find the sum given his daughters doubled or trebled^ 
the effect of its being employed in profitable banking^ un- 
der joint-stock bank offices, in place of being lent to gov- 
ernment. 

19. When the plan of joint-stock banking was first in- 
troduced into England, the enemies of the system attempt- 
ed to frighten capitalists from becoming shareholders, by 
holding up to them the bugbear of unlimited responsibility 
for all the debts if the bank, although the party might only 
be the proprietor of a sinsjle £50 share of its capital stock. 
This had its effect for a few years ; but the more the sys- 
tem was explained to the public, the greater certainty pre- 
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▼ailed that the risk was only in name, and nowhere existed 
in reality. The various checks on the joint-stock bank 
machine— constituting alike the safety of the customers 
and the shareholders, as fully explained in several of the 
preceding paragraphs of this treatise — must prove to de- 
monstration, that, long before any positive loss could arise 
to any partner, the bank must have stopped paying annual 
dividends altogether— the public must have declined pur- 
chasing the bank shares at any price— the sister banking 
establishments must have blown the credit of the establish- 
ment; in fact, so many circumstances must have occurred, 
prior to such a loss, that no joint-stock banking company 
would be mad enough to persevere in keeping up the es- 
tablishment at all. 

20. But a most essential improvement in the joint-stock 
banking system, as it has existed for a century past in 
Scotland, has been introduced into the English joint-stock 
banks. This improvement consists in having introduced 
into the deed of settlement constituting the company, a 
solemn stipulation and covenant between the members, 
" That, should even a fourth part of the capital be ever 
lost, the company shall be held to be dissolved." From the 
inevitable operation of this most important and salutary 
stipulation, no loss beyond a proportional part of the paid- 
up capital can ever take place in any joint-stock bank 
which admits this important clause into the conditions of 
the association. The Scotch, who thought their system 
perfect, greedily caught at so important an improvement in 
the constitution of their banking companies ; and, accord- 
ingly, the writer of this book, on being consulted, intro- 
duced into the prospectus of the latest joint-stock bank in 
Scotland, (the Central Bank of Scotland, established at 
Perth,) the following condition, to be made a fundamental 
part of their contract of copartnery : " To limit the respon- 
sibility of shareholders, it is proposed that, should ever 25 
per cent, of the capital advanced be lost, the company shall, 
by such loss, be ipso facto dissolved." 

Previous to this important limit, eof contractu, to the re- 
sponsibility of partners, as between themselves, it was 
always a matter of the utmost difficulty in Scotland to pro- 
cure a wealthy nobleman or landed proprietor to become a 
proprietor of bank shares, except in the chartered banks 
of Scotland, where the responsibility is limited to the value 
of the share. The Commercial Bank of Scotland, during 
the first ten years of its existence, although dividing 14 per 
cent on an average annually on the capital stock, and 
rearing up a surplus fund which trebled the value of its 
•hares, could not all the time iaduce a single wealthy no- 
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bleman to qualify for tl^e situation of governor, by becom- 
ing a proprietor ; and it was only a few years ago that the 
Earl of Lauderdale became a holder of bank stock. But 
since the introduction of the important clause, limiting the 
responsibility as amongst the partners themselves, has 
been introduced into Scotland, many noblemen and great 
landed proprietors have become shareholders in the joint- 
stock banks lately established in Glasgow, Perth, Dundee, 
and other cities of Scotland. 

21. To show the amount of annual banking profits lost to 
the merchants, by their not associating themselves into 
loint-stock companies, and becoming their own bankers, it 
has been estimated that the annual profits realized by the 

Erivate provincial bankers of England and Wales (leaving 
lOndon out of the calculation) amount to about three miT- 
lions sterling ; and here will be found a reply to the ques- 
tion which is commonly asked in England when a joint- 
stock bank is proposed to be established — viz.. Is it want- 
ed? Are there not banks enough? But, until the projits 
of banking be divided amongst those who are the creators 
of these projits — namely, the customers of the bank — the 
joint-stock bank is wanted ; and no other limits will ulti- 
mately be placed to the establishment of joint-stock banks 
in England, than the want of trade altogether, and conse- 
quently of profitable banking customers. A participatimi 
in the projits of his own banking operations, is what every 
father of a family owes to his family. He may as well ne- 
glect any other source of profit connected with his busi- 
ness, and justify the neglect on some evidently fallacious 
principle. 

22. The amount of annual banking profits lost to the 
community of England, may be better apprehended by con- 
sidering the result of joint-stock banking in Scotland— a 
kingdom, where the whole banking transactions put to- 
gether do not equal half or possioly a third part of the 
single county of Lancaster. The majority of the joint- 
stock banks regularly divided, for the last half century, 
profits, including bonuses, of from 12 to 15 per cent Hold- 
ers of Scotch bank stock, not only got these large returns, 
in the shape of anniuil profits; but when, by death or 
family arrangements, the shares came to be sold, the pro- 
prietors obtained premiums on the original price, varying 
from 100 to 400 per cent. The result of one joint-stock 
bank in Scotland, if not indisputably true and susceptible 
of direct proof, could scarcely be credited. The Aber- 
deen joint-stock bank commenced, a considerable number 
of years ago, with a nominal capital of 200 shares of £500 
each ; but only £150 per share, or £30,000 ia all, was oalkd 



up at the time It commenced business ; and no future calls 
were ever found necessary, from the quantity of deposite 
money poured in on the company. -Their average divi- 
dends have been eigJU percent., beBides occasional (Mnuses ; 
and for some late years successively, they divided £60 
per share, t>esides placing £50,000 to the account of undi- 
vided profita; from < which account they laid aside £850 
per share, or £170.000. to forin an addition to their origi- 
nal paid-up capital or £30,000 1 They had at one time 
£550,000 deposite money lodged with them ; which, with 
an extended circulation, enabled them to advance £160,000 
on credit accounts, £150,000 on current bills, an. equal sum 
in exchequer bills, and to hold £60,000 in bank of Eng- 
land stock, besides large investments in the funds. Their 
shares, although opposed by three other respectable banks 
and bank branches, were sold at £1400, being £1250 of 
premium of profit beyond the original cost ! The above 
is the history of this bank up to 1821. The after history is 
one tale of splendid success. At a late period, the share 
which in 1831 was selling for £1400, brought in the open 
market the enormous price of £2500; and, at this present 
moment, each original share is valued at 3000 guineas. 



CHAPTER IV. 

ON TQi: COMPARATIVE PROFITS OF SCOTCH AND ENGLI8B JOINT- 
STOCK BANKING, ARISING FROM THE DIFFERENT MODES OF 
ITbANSACTING BUSINESS. 

2%' It has been thought by some parties, that an exclu- 
site source of banking profits to the loint^stock banks of 
Sccytland is to be found in the privilege they possess of 
issuing notes, payable to the bearer on demand, for sums 
under £5 — that is, in possessing a small note circulation. 
But this is a popular mistake. "-When* the expense of pa- 
per and printins is added to the government stamp and the 
large amount of notes always necessarily lying at the head 
office and the branches, as a reserve, on ail of which the 
interest on the paper, engraving, and stamps, is lost— 
further, when it is considered that they remain only a 
abort period in circulation, and that the expense of retir- 
ing is considerable — it is doubtful whether any great profit 
is made in Scotland by u small note circulation, which is 
the 001/3^ source of profit peculiar and limited to joint-stock 
books in Beotland, and not accessible to the joint-stock 
banks in finffland. 

ZL The jounti^tock baaka of England posaess exdusi^^ 
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sources of profit, which far more than compensate for the 
loss sustained from the want of a small note circulation— 
namely, the usage which allows bankers in England to 
charge a commission of from one fourth to one half per 
cent, on the gross amount of all transactions which pass 
through the account. The value of this source of profit will 
be at once evident from the fact that one of the great Man- 
chester banks produced to the proprietary, from tl)is one 
source, no less a sum than one fourth per cent on sixteen 
millions which had passed through the accounts current 

25. Various other sources of profit to joint-stock banks 
exist in England, which do not exist by usage in Scotland. 
Amongst these are, the custom of charging twopence on 
each bill retired in London, in name of postage ; half the 
value of the stamps of all mercantile bills sold to custom- 
ers ; the interest gained by selling mercantile bills over the 
counter for cash, without passing through the books; hav- 
ing thirty, forty, and fifty days' currency, without being 
called on to make any allowance of interest to the pur- 
chaser ; exchange charged on local notes. These are the 
principal sources of profit peculiar to an English joint-stock 
banking company, and not possessed at all bv the Scotch. 
It must be at once evident, therefore, that the shares of 
joint-stock banks in England are highly favourable for the 
investment, by the customers of the bank and others, of 

family monies. The same results as to profits which have 
been experienced in Scotland, may be relied on in England ; 
and even the results obtained by the Aberdeen establishment 
may be anticipated in certain places in England, higlily fa- 
vourable to joint-stock banking^namely, in cities or coun- 
ties where a great demand for banking operations exis^, in 
connexion with a large amount of deposite money, the pro- 
pertv of the non-trading classes, deposited with the joint- 
stock bank at a low rate of interest 

26. But, perhaps, by far the greatest source of profit to 
the joint-stock bankers of England over Scotland, and the 
certainty of its continuance, are to be found in the great 
extent of business transacted through the bank ; and, as 
this extent of business arises from peculiar circumstances 
in the laws and habits of the two countries, some detail 
wmU be necessary. In Scotland, many of the wealthiest 
firms do the least projitable banking business^ in discount- 
ing bills. This must be paradoxical to an En^ishman. 
The reason is, that in Scotland the possession or wealth is 
supposed to centre, to the greatest extent, in those firms 
or with those individual merchants who carry oh a large 
business, but who require little if any bank accommodation — 
that is, who trouble their banker as seldom as possible. 
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Many of the wealthiest distillers, for instance, in Scotland, 
never discount their paper at their bankers at all, but col- 
lect payment of the bills themselves, or employ their bank- 
ers as mere bill collectors, for which the banks are allowed 
no profit or charge whatever. In England, on the contrary, 
a company, or an individual merchant, transacts his entire 
monetary transactions through his banker, on the hberal 
principle that the banker ought to have a profit by his ac- 
count ; and the circumstance of his sending his entire paper 
currency, when received, into his banker, to the credit of 
his account, is deemed, in England, the very reverse of 
poverty. In England, it is absence of hank transactions in 
bills, which infers poverty. 

27. The mode of granting cash accounts in England, is 
so far superior to the system adopted in Scotland', that 
English joint-stock banks need never be under alarm lest 
customers should become their own bankers, and seriously 
injure the bank profits, as the mode of granting credit in 
Scotland is gradually effecting this result amongst the 
wealthy or profitable customers. 

28. In Scotland, no credit on open account, even to the 
smallest extent, can, by the constitution of the banks, be 
granted to the wealthiest fiirms or individual merchants ; 
imless at least /mo bondmen, as cautioners, join in the bond, 
securing repayment of the sum advanced from time to time 
on the credit, with its lesal interest This is a rule so uni- 
versal in the Scotch banks, that no exception, it is believed, 
exists in a single joint-stock bank in Scotland. In England, 
quite a different system prevails in granting cash credits. 
It has long been the custom with private bankers in Eng^ 
land, to grant a cash account credit, purely on the respon- 
sibility of the company or individual merchant who has an 
open account with the bank ; and the extent of this credit 
is generally fixed at the time the ordinary bank account 
is first opened. This custom has been adopted by the joint- 
stock banks, and has become the means of competing with 
private banks for first-rate accounts ; and is an evident 
improvement on the Scotch system. In Scotland, a partv 
of undoubted wealth and responsibility, rather than ask 
bondmen to guarantee any occasional advance he may 
require, will decline extending his business, however pro- 
fitable, by means of a credit offered on terms not only de^ 
grading, but highly dangerous. If a person asks a friend 
to become bound for him to a bank, he cannot refuse that 
friend, in return, a similar favour; and the system is cer- 
tain to produce loss to the wealthy and responsible, inas- 
much as bondmen are frequently selected from relation- 
ship or great intimacy; and the selection is not, nor could 
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be made if attempted, from parties of equal wealth with 
the person wishing the credit. The consequence of this 
system is, that to possess a cash account with a Scotch 
joint-stock bank, is looked on as a sure indication of pov- 
erty ; and first-rate houses and individuals will therefore 
make every sacrifice, by circumscribing their legitimate 
business, rather than expose themselves to such an infer- 
ence. 

29. When a party intimates to a joint-stock ban^ in Eng- 
land that he intends to open an account with the bank, he 
generally intimates the extent of credit extended to him by 
his former banker ^ and he either asks that the same amount 
of credit, or a larger one. be granted, should he change his 
account If the party be not sufficiently known to the 
board of directors, inquiries are made, and the account is 
either opened or declined, as the information received 
is satisfactory or otherwise. By this simple procedure 
are credits granted in England ; and, as may be easily 
supposed, this effect follows— that the first-rate houses 
and individuals apply eagerly for the highest credit ; as 
these credits at the bank, being solely on their own respon- 
sibility, are certain evidence to all the world of the estima- 
tion in which the responsibility of the house or individual 
is held at the bank— the place where the best meanis exist 
correctly to estimate the degree of confidence which ought 
to be reposed. And as firms and individuals ofien obtain 
rank or cast in the town, by the extent of the bank credit 
they possess, no wonder they all are eager to obtain it 

30. The resultof this liberal system is felt by the English 
banks. It is an understood principle, or, at least, is made 
a matter of honour, that, in consequence of the large credit, 
the transactions passing through the account should be nu- 
merous and large ; at least, that the house or individual will 
do all their business with one bank. The customer, on 
the other hand, generally acts lUoerally towards the bank 
which supplies him witn capital, and does not evade the 
commission on a transaction, by forwarding privately his 
bills for payment^ through private channels. It is the cus- 
tom to send all bills, as soon as received by the c^ustomer, 
to the bank ; and they are at once carried to the credit of 
the account for the gross sum on the bilL the discount be- 
ing entered in the leger, in a distinct coltunn, and added 
tOj or deducted from, the interest on the account, (as the 
case may be,) at the term of the half yearly balance. 

31. From the above detail, it will be clearly perceived 
that the tendency of the English system of cash credits is to 
increase the business of the bank. A customer will not re- 
frain from extending his profitable transactions^ from. the 
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terror of having to apply to friends to join in a bond to his 
banker, should he exceed his own tangible ready money 
for a short period. The Englishman knows that the more 
numerous his transactions with his banker are, so much 
higher does he stand in the estimation of the banker ; and, 
accordingly, he cultivates all fair employment of his bank 
credit^ as well as his own capital. This employment of the 
bank credit is always, however, limited by the customer to 
sales for cash, or bv bill at a short date, as it is impossible 
that he should be able to fulfil the understood terms on which 
he is allowed the credit, were he to make consignments of 
goods to foreign countries, purchased with the advances 
from the bank. It is understood that the amount of the credit 
should be turned over ten times in the year, for the sake of 
the commission account — an understanding incompatible 
with using the bank credit as the means of making foreign 
consignments, the only danger to be generally apprehend- 
ed by a bank from a customer. 

32. Another most important advantage the English joint- 
stock banks possess over the Scotch, consists in the power 
of making separate temporary ^a:crf advances, from time to 
time, as required by customers, on the security of heritable 
property, by simple depos'ite, or pledge of title-deeds, with- 
out any expense for the heritable security, either to the cus- 
tomer or to the bank. As this advantage to the English 
banks is the result of the difference in the laws of England 
from those of Scotland, on the points of pledge or deposite, 
a short detail will be excused. The importance of the sub- 
ject, indeed, will be the best apology, as it appears to the 
friends of the commercial interests of Scotland a desirable 
object to have the laws of Scotland instantly assimilated 
to the law of England, on this important species of equi- 
table rights. 

33. When a party in England applies to the bank for a 
Jixed and positive advance, for a certain period, or by way 
of cash credit, he generally submits, for the consideration 
of the directors, a memorandum or the value of a certain 
property of which he is possessed, and which is free and 
unencumbered by any mortgage or equitable lien— the sim- 
ple possession of the title-deeds by the proprietor being 
sufficient evidence, in England, that no mortgage or lien 
exists. The bank manager satisfies himself and the direc- 
tors that the value of the property is not misrepresented, 
and the simple memorandum of deposite, of which a copy 
is in the appendix, is taken and deposited in the bank, 
along with the title-deeds; and the whole transaction is 
completed within, probably, the space of an hour, where 
the property ia well known; and within a day or two. 
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where a survey and report have to take place. It results 
from this cheap and easy mode of giving an heritable or 
preferable security in England, that a merchant does not 
hesitate to enlarge his manufactory, or build new ones, 
with his spare capital, because he knows that, if the outlay 
has been judiciously made, he can get the use of the greater 
part of the capital invested, on any pressing occasion, and 
at no expense, without any exposure to the public of his 
necessities, by asking for loans on completed mortgage. 
In Scotland, no heritable security can be taken bv a banker, 
until, possibly, the records of Scotland are searched, during 
the "long prescription," or forty years, to ascertain that 
the party possesses a good title— that he has not previously 
granted a security over the same subject — that he has not 
neen interdicted or inhibited from granting any security at 
all — and, if it be in security of a debt previously due, that 
he has not, at some time or other, been rendered bankrupt. 
These necessary inquiries demand usually from ten to 
twenty days to accomplish the object; and, if all is found 
right, the conveyance is completed at an expense varying* 
from £25 to £100 on every heritable security. The conse- 
quence is, that no such temporary advances on property 
are ever applied for, to a Scotch 'joint-stock bank, by any 
party not verging towards bankruptcy ; and therefore the 
Scotch banks are deprived of the profit of a class of bor- 
rowers, who would, in Scotland^ be the most secure of all 
customers. 

T. F. 



CHAPTER V. 

THE DIFFERENCE BETWEEN THE LAWS OF SCOTLAND AND ENG- 
LAND, AS THBT AFFECT HERITABLE OR REAL SECURITIES FOR 
CASH ADVANCES. 

34. From the last paragraph, it will be apparent that the 
subject naturally leads to a legal disquisition ; and, at the 
risk of being tiresome to the generality of readers,, this sub- 
ject must be entered on at some length ; because it.is ap- 
prehended that the great benefits enjoyed by the custom- 
ers of English joint-stock banks cannot possibly be imitated 
or participated in by the Scotch, until the suggestions to 
be made, or similar measures, be adopted by the legisla- 
ture, ana the Scotch merchants be placed on the same 
footing, in point of cheap conveyancing, with the English. 
It is in vain to pretend tliat the Scotch customers are simi- 
larly situated with regard to facilities for raiting capital 
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on the iecuriiy of their heritable properties, until the law of 
equitable conveyancing receive effect in Scotland. 

35. The Scotch system of conveyancing, as to subjects 
bona fide aoldr^dxxQ regard bein^ had to the strict feudal 
nature of all Scotch holdings — is, perhaps, as perfect as 
can well be imagined. But the fault of the system is, that 
it does not admit of any intermediate and cheay stage in 
security of money borrowed ; and. therefore, it is nowise 
adapted to the wants and demands of a commercial com- 
munity. In Scotland, the advance of money by a bank, 
on heritable security, though it were only for a single day, 
to save a merchant from the Gazette, must, for the safety 
of the bank, proceed on bond and disposition in security, 
containing preqept of sasitle and procuratory of resigna- 
tion. This deed must be followed by taking notarial pos- 
session — an instrument of sasine has to be extended by the 
notary. This instrument has to be recorded in the gene- 
ral register of sasines for Scotland, at Edinburgh ; or in 
the particular register at the county town of the shire in 
which the lands lie. Should any defect take place, in any 
one step of this procedure, the whole security is vitiatea. 
The progress of the title in security must he complete — that 
is, it must proceed from the bond and dispositiony regular^* 
ly through the sasine, of the record. Unless this progress 
be fully gone through, gradatim, the security will either be 
bad altogether, or inept against subsequent creditors. 
There is no fictitious conveyancing admitted by the law 
of Scotland ; neither is there any mode of acquiring a pref- 
erence, by any obligation to convey, defuturo, howsoever 
explicit may be the terms of the obligation. The law of 
Scotland sternly declares, in the very rubric of its chapter 
of conveyancing, " wttWa sasina, nulla terra ;^ while the 
registration laws as imperiously call for due fulfilment 
of their demands, to entitle the sasine to cornpete with 
another, though granted at a subsequent date.' In Eng- 
land, the case is widely different in favour of the commer- 
cial interests. A merchant, holding title-deeds to heritable 
property, or even a lease of valuable premises, can, on half 
an hour's notice, obtain from his banker an advance equal 
to between a half and two thirds of its value ; and, wheth- 
er this be for a. temporary purpose^ or by way of a regular 
cash credit, without any fixed period of repayment. The 
importance of this state of the law of conveyancing to mer- 
cantile men, can only be known and duly estimated by 
those merchants who have to sustain the unexpected re- 
turn of bills from foreign countries, probably to the amount 
of thousands of pounds ; whilst the London banker or for- 
eign negotiator will not delay as many hours as the law of 



so THEORY AND PBACTICB OF 

Scotland requires days^ to complete a heritable security, 
to enable the merchant to obtain an advance on his real 
property. 

The law of England seems to have contemplated the 
very case supposed, that a merchant would, from the na- 
ture of his trade, require tempo^rary advances on heritable 
security ; and, therefore, the court of chancery first, and 
afterwards the legislature, recognised an obligation to con- 
vey^ as an equitable conveyance itself^ and gave certain 
privileges to those parlies who took writtenmemorandums^ 
defining the sums and grounds of their debts, along with 
the deposite of the title deeds, from those who simply took 
delivery of the deeds on a parol obligation to grant the con- 
veyance, as implied by parting with the titles. 

36. The general doctrine laid down above, as to the 
power of creating an equitable mortgage by written memo- 
randum, does not appear to have been at any time ques- 
tioned; but in the case of ex parte Coming, 115 Vesey, 
in the year 1803, the question arose, whether a title, depos- 
ited with the depositor's wife, to be holden by her for be- 
hoof of a third party, and without any memorandum of de- 
posite, ought to be held an equitable mortgage. The de- 
cision in this case seems to have settled the point that, in 
ordinary circumstances^ writing was not necessary to con- 
stitute an equitable mortgage, but only simple delivery of 
the deeds. The Lord Chancellor gave decision in the 
above case as follows :— " Previously to Russel v, Russel, 
it was v^ry much doubted whether a mere deposite of deeds 
constituted an equitable mortgage, if there was no writing 
to manifest the purpose— resting altogether upon parol: 
and it is quite competent to the man who put the deeds in- 
to the hands of a creditor, without reference to the debt 
afterwards, from favour to that creditor, to say they 
were deposited with him for the purpose of securing his 
debt ; and so all the perjury that the statute (29 Ch. ii, c. 
3, 4) meant to avoid is introduced, and the rule changed. 
But Lord Thurlow was of opinion, and thai is not now to 
be disturbed^ that the fact of the adverse possession of the 
deeds in the person claiming the lien, and out of the other, 
was a fact that entitled the court to give an interest" The 
court decreed accordingly. 

In the above case, the reader will perceive it is laid down 
as adjudged law, not again to be disturbed^ that an equi- 
table mortgage can be created over heritable subjects iu 
England, by a simple deposite of title-deeds ; and a verbal 
promise is inferred, that an equitable mortgage was to 
follow. 

37. In 1816, an important case occurred in Chancery, 
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on a question between a creditor and the commissioner 
on a bankrupt estate, as to the mode of procedure an equi" 
table mortgagee ought to adopt, when ranking his claim on 
a bankrupt estate. The commissioners contended that an 
equitable mortgagee was not in a situation toask a title 
from the court — viz. to be placed in the situation of an or- 
dinary mortgagee, who holds his completed deed of mort- 
gage^ until aner he has received, at the hands of the com- 
missioners, an admission of his right to an equitable mort- 
gage by them, as also an admission of the sum due him on 
a count and reckoning between the bankrupt and the 
mortgagee. 

38. The case, however, above referred to, (Jennings in 
re Dawson, 1 Mad. 339—1816,) settled completely all these 
important doubts as to the difference between completed 
and incomplete mortgages, or real and equitable ones ; and 
the decision of the vice-chancellor was so highly favour- 
able to the commercial spirit of the age, that it completely 
allayed all the fears of the banking interests, and render- 
ed e(|uitable mortgages more desirable than ever. The de- 
cision of the vice-chancellor, and the order made, were as 
follows: — ''The difficulties raised on this petition, have 
been more as to the mode of proceeding than as to the 
merits. Where there is an equitable morteage, a different 
mode of proceeding is adopted than is used in other cases. 
The creditor applies, in tne first instance, to the court; 
and, without having previously applied to prove his debt 
before the commissioners, as is the case of all other cred- 
itors. The court, in deciding upon the validity of the 
equitable mortgage, must, of necessity, consider the valid- 
ity of the debt ; and every circumstance may be brought 
before the court by which the debt may be impeached. 
The court is not precluded from deciding until an exami- 
nation has taken place before the commissioners. Hav- 
ing all the means of deciding upon the validitj^ of the equi- 
table mortgage, it does not abdicate its authority, and send 
the matter for the investigation of an inferior tribunal. It 
decides the law and the fact; and, by doing so, saves the 
party great expense. The validity of an equitable mort- 
gage is never referred for the consideration of the com- 
missioners. The court decides unequivocally upon that ; 
and having decided that, it will, if necessary, refer to the 
commissioners, to ascertain the amount of what is due upon 
such mortgage, that being a matter of account. If the 
court considers a security to be good, and directs commis- 
sioners to take an account of what is due on such security, 
the commissioners cannot examine and undo its decision^ 
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but have only to consider, a* a matter of figures^ what im 
due,^^ &c. 

Order made in the above case. 

" I do declare that the oetitloner, Richard Jennings, is 
an equitable mortgagee or the premises by the 

indenture of lease or the 18th November, 1813, in respect 
of the sum of £5000 due to the petitioner, on the 14th May, 
1811 ; and secured also by a bond of that date, executed by 
the bankrupt: And let the commissioners take an account 
of the principal and interest now remaining due on the 
said sum of £5000 : and let the said mortgaged premises 
be sold before the commissioners, who, for that purpose, 
are to cause due notice to be given in the London Ga- 
zette, and in such other of the public papers as they shall 
think fit, when and where the said mortgaged premises are 
to be sold before them, or by public auction, at any other 
place, or places, if they shall so think fit, and let such sale 
be made accordingly : And let all proper parties join in 
the conveyance to the purchaser or purchasers, as the said 
commissioners shall direct: And let the moneys to arise 
from such sale be applied, in the first place, in payment of 
the expense attending such sale ; and then in payment and 
satisfaction of what shall be found due to the petitioner, of 
principal and interest : And let the surplus of the said mo- 
neys, if any, be paid to the assignees of the estate and ef- 
fects of the bankrupt. But, in case the moneys to arise 
from such sale shall not be sufficient to pay and satisfy 
what shall be so found due to the petitioner, let the petition- 
er be admitted a creditor under such commission, for such 
deficiency, and receive a dividend or dividends thereon, 
out of the bankrupt's estate or effiects ; and in proportion 
with the rest of the creditors seeking relief, and under the 
said commissioners: And let all parties produce, before 
the said commissioners, all deeds, papers, and writings, in 
their respective custody or power, relating to the estate or 
affects of the bankrupt as the commissioners shall direct." 

39. It appears that tlie holders of completed mortgages 
tried, in England, in every variety of shape and form, to 
obtain some advantage over incompleted mortgages. — 
When, by the above cases, they found it unalterably set- 
tled that equitable mortgagees were in situations precisely 
similar with themselves, as to quality of title and facility of 
sale, and of ranking and drawing dividends for the balance, 
the holders of completed mortgages objected to equitable 
mortgagees obtaining the expense of completing their mort- 
gages, by a decree of chancery, out of the estate held in 
mortgage. But the court would not sanction any distinc- 
tion, as to expenses, in the case of equitable mortgages, 
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where a written memorandum ofdeposite had been taken. In 
the case, ex parte Frew, 3 Mad. 372. decided in November, 
IS 18, the vice-chancellor ruled, "Tnat where the equitable 
mortgaM is not evidenced by writing, it is fit that the mort- 
gagee snouid bear the expense of asserting his title in a 
court of justice." The rule is otherwise where he has had 
the precaution to take a written memorandum. This is the 
effect of "the lord chancellor's general order in these 
cases : — Let the petitioner have his costs out of the mort- 
gaged property." 

40. In 182 1, the principle of costs in favour of an equita- 
ble mortgagee, was again brought before the court of chan- 
ceiy in the case, ex parte Vauxhall Bridge Company, in 
re Leyburn— 1 Glyn and Jamieson, 104. In this case, the 
Vauxhall Bridge Company presented a petition to have 
the report confirmed ; and prayed a sale of 23 shares, in 
which the bankrupt was alone interested ; and to have their 
costs of the original petitix)n of the inquiry, and of this peti- 
tion^ paid out of the proceeds. The report states — *• The 
vice-chancellor at first inclined to consider this case, as to 
costs, within the rule of parol deposiles — upon the ground that 

Earol evidence was here necessary to identify the deposite; 
ut ultimately adhered to the general rule, to give costs cut 
of the proceeds where there is a written document?^ 

41. From these solemn findings of the court of chancery, 
in favour of commerce, bankers in England do not hesi- 
tate to take equitable mortgages by way of written menu)- 
randum anddeposite of deeds, not only for heritable proper- 
ty, but for leases, shares in public companies, and other 
property. It must be abundantly clear that the banker 
never will require to act on his equitable mortgage, unless 
in cases of bankruptcy; and we have seen, from the cases 
just quoted, that an equitable mortgagee is, in every respect 
whatsoever, even as to full costs, in precisely as good a 
situation as the party with his completed mortgage in his 
pocket 

42. The form of the memorandum ofdeposite will be found 
in the appendix, and any thing more simple or beautiful, it 
is impossible to conceive. At an expense of half a sove-; 
reign, and in a half hour's time, a merchant in England 
may raise five or ten thousand pounds from his banker, by 
charging his real property with the amount j whilst in Scot- 
land U)e same merchant would proceed (had he only a day 
to raise the amount to save bis credit) to call a meeting of 
his relations, lay a state of his affairs before them, and be 
extricated through the interposition of his friends, after his 
credit was gone, at an expense of several hundred pounds. 
Until, therelbre, the Ia^b of Scotland be asaimUated to the 
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law of England, in respect of equitable mortgages, it 19 ill 
vain to eicpect that manufactures in Scotlandever will at- 
tain to the flourishing condition they have arrived at in 
England ; and the banking assistance of Scotland to com- 
merce, until such an alteration take plac^ will be stintecL 
partial^ and limited to personal securities^ As the law o( 
Scotland now stands, respecting the essential requisites ef 
Scotch deeds, no merchant would think of going to hip' 
banker for a temporary advance on heritablesecurity j aha, 
rather than lay himself in the position of meeting with £fr 
refusal, from those friends he might apply to for personal 
securitj, he generally despairs, and sinks into the Gazette. 

43. The Scotch bankers and merchants will, no doubt, 
at once wish that such an alteration in the laws might be 
accomplished, as would place the mercantile and banking 
interests of Scotland on a par with those of England ; but 
they will probably despair of its being effected for many 
years to come. The attempt to improve heritable securi- 
ties, to dispense with sa sine, and other matters, they well 
know, has been, again and again, made unsuccessfully, as 
the improvements have been resisted by the Faculty of Ad- 
vocates, and the other legal corporations composing the 
College of Justice. 

But the question is still open, on all these suggested al- 
terations, viz., whether the alterations would be improve- 
ments, or render, in the long run, a progress of titles cheap- 
er to the community. The question of dispensing with the 
sasine is a serious one, considering that such an alteration 
would effect a complete change on the whole feudal isys- 
tem of conveyancing, by which the titles to every acre of 
land and dwelling is held at this moment, and has been 
held for 800 years. But, on the plan of equitable convey- 
ancing, here recommended, no alteration in the principle 
of conveyancing whatever, can be discovered, it is pro- 
jlosed that the ^progress of titles in favour of a purchaser 
should be completed precisely as they now are^ and per- 
haps no state in Europe can boast of possessing so com- 
plete and beautiful a progress of titles as is presented hf . 
the conveyancing system of Scotland. 

44. But then the English possess the invahiable privilege 
of burdening their property for purposes of commerce, with- 
out going through the same forms as they are called on to 
do when selling to a purchaser. This might be effected in 
Scotland, with strict conformity to the existing laws, by a 
short <a€t of parliament, creating a repprd p/me,P^n(i7e.tV 
hibilions, to be kept in separate volumes from brd in a ry in- 
hibitions, declaring that a party duly infeft in any subject 
shall have power to create an eqtdtaiU and preferable ciotff^ 
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to the price of said subject, by depositing with his Intended 
creditor the sasine in his favour, duly recorded, together 
with a memoranduin, signed before witnesses by the pro- 
prietor, consenting to An equitable inhibition in the register 
of inhibitions ; and the act then declaring that, in all cases 
of bankruptcy, the court shall, on application, grant decreet 
of adjudication in favour of the equitable inhibitory where 
the inhibition is duly recorded, and ordain the subject to 
be sold by the trustee, as in England, and to pay the ex- 
pense of the application from the proceeds of the sale, to- 
gether with the original debt. To prevent preferences to 
relations or others, on the eve of bankruptcy, proof ought 
to be required by the statute, to be given to the court, that 
the equitable inhibition was not given in security of a prior 
debt, within sixty days of bankruptcy. 

45. By the system now proposed, an entry in the record 
of mercantile inhibitions would only infer the same neces- 
sity existed for money on the part of the equitable debtor, 
that could be inferred from a sasine on a bond and dispo- 
sition in the record of sasines. The ordinary construction 
put on a party's credit, from appearance on the common 
record of inhibitions, would not apply. 



CHAPTER VI. 

THE ADVANCES BT JOINT-STOCK BANKS TO THEIR OWN PROPRl* 
ETORS PROVED BIORfi SAFE THAN INVESTMENTS ON GOVERN*. 
MENT STOCK. 

46. An opinion long prevailed that those banks, were the 
most secure which had the greatest amount of paid up 
capital invested in government securities ; and these banks 
the least safe which had all their capital invested with their 
customers on mercantile bills, or cash credit advances. 
No opinion could be more fallaciolis or worse founded ; 
and, accordingly, in Scotland, the three Edinburgh char- 
tered banks, which deal largely in government securities, 
do not make an equal amount of profit with many of the 
Dundee, Aberdeen, and Glasgow banks— neither does their 
stock bring such high prices in the public market. This 
opinion may, at first sight, appear paradoxical ; but a little 
attention to the following considerations will render it 
evident:— 

47. The joint-stock banks make it a matter of covenant, 
in their deeds of settlement, that all the debts and engage- 
ments of the partners to the bank, in whatsoever manner 
constituted— whether by direct transactions with the bank, 
or as indorsers on blBs, (a as guarantees by obligation for 

3 
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others — shall be and remain a real and preferable lien over 
the paid-up capital and marketable value of their shares ; 
such value to be applied to the extinction of any loss after 
exhausting the principal debtors. 2. The bills which are 
discounted have not, generally, more than sixty to ninety 
days' currency; and they, consequently, soon come round, 
and try the stability, in this way, of the issuers, four or six 
times a year. 3. The positive money value or mercantile 
bills on the exchanges of London, Paris, or Hamburgh, is 
not depressed to the same extent with government stock, 
when any political agitation arises from international ques- 
tions and disputes. 

48. The last of these three averments can be proved by 
documents accessible to all; and the proof, when once 
admitted, shows clearly the inapplicability of government 
«tock or exchequer bills being made a guarantee fund for 
the issues of Joint-stock banks. At a time when mercantile 
bills were at par, and would have purchased bullion ac- 
cordingly on the exchanges of Hamburgh, Paris, and New 
York, the exchequer bills of government and the public 
dividends were, during the panic of 1825-6, at 25 to 30 per 
cent, discount. 

49. If one make inspection of the prices of the 3 per 
cents, for the last fifty years, the danger will be at once 
apparent to any public company relying on any conformity 
between the prices at which they may buy in, and the 
prices they may realize should necessity compel them to 
sell out 

50. Had the equitable society of London, which holds, 
it is said, about eleven millions of stock, dissolved itself in 
October, 1825, and agi'eed to pay certain engagements in 
January, 1826, fixed on the scale of prices of the govern- 
ment fimds in October, 1825, it must have found itself, when 
it came to sell, in January, deficient in the sum of 25 per 
cent on eleven millions, or the enormous sum of £2,750,000, 
to complete its engagements ; and hence its bankruptcy 
was ii)ievitable. So much for the boasted guarantee fund 
at one time tendered the country, to secure the issues by 
joint-stock banks. 

51. But it may be supposed that, however triumphantly 
the position can be maintained, that government stock is a 
bad guarantee fund, the arcrument will not apply to reserves 
of bullion in the vaults of the bank, as a guarantee fund for 
the issue of the joint- stock banks. It can easily be proved, 
however, that bullion does not maintain a uniformity of 
value at all equal to mercantile bills, even were the consid- 
eration of its being unproductive in the bank's vaults not 
an inauperable objection* BuUioa rises and falls in pric^ 
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in the precise ratio of the demand. Now, every political 
occurrence abroad, (and over these we have no control,) 
increase the demand for bullion, and consequently raises 
its price; and the cessation of the demand depresses the 
price in the same ratio. 

52. This is abundantly proved by examining the prices 
of gold bullion at Hamburgh for, the five years between 
1810 and 1815; and recollecting the political events which 
occurred during that period. 

In 1811, gold was, per ounce. - . - £4 13 6 

1812, - . . . . . 5 10 

1813, - 5 6 6 

February, 1814, - -- - - - 58 

August, 1814, - -- - - <p 460 

January, 1815, - - -.- - -466 

April, 1815, - - .'. . . 570 

December, 1815, - - - - - - 420 

The years 1814 and 1815 showed, most distinctly, that 
ihp simple prospect of a great demand will raise the price 
of bullion. Between the months of February and August 
1814, the general peace intervened, and bullion fell no less 
than twenty per cent, in price. Between the months of Jan- 
uary and April, 1815, the return of Napoleon from Elba 
took place, and gold bullion,. within this brief space^ rose 
upwards of twenty per cent ! Between the months of June 
and December of the same year, the career of Napoleon 
was permanently stopped, and gold bullion again fell vfh 
wards of twenty per cent. 

53. On mature consideration of the above indisputable 
facts, surely the enemies of a well secured paper currency 
•^such as the notes, or indorsed mercantile bills of a joint- 
stock bank'-mW never again presume to call for deposites of 
government stock, or reserves of bullion, as guarantee 
funds for the paper currency of joint-stock banks. Sup- 
pose a joint-stock bank, with a capital of half a million, 
had been bound, by positive statute, to keep a reserve of 
20,000 ounces of gold bullion as security for their issues, it 
would have cost the bank, in February, 1814, £108,000; 
whilst another bank, which might have been established in 
August of the same year, would have purchased the same 
amount for £8(5,000 ; and both banks could have purchased 
the 20,000 ounces of gold bullion at Hamburgh, with the 
same amount of mercantile bills on New York; thus clear- 
ly est'^.blishing the doctrine, that mercantile bills are not 
subject to the same fluctuations of value, either with bul- 
lion or government stock; and are, therefore, infinitely 
preferable for the purposes of a guarantee fund to the pub- 
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lie, than any substitute which the legislature has in its 
power to supply— leaving out of view altogether that bul- 
iion is a non-proauctive article in the vaults of the bank, 
whilst mercantile bills are bearing interest. 

64. The ignorance of these almost self-evident truisms, 
which has been displayed by the various committees of 
the House of Commons which have sat on the currency 
question, is truly . astonishing. The bullion committee of 
1810 reported to the country that the high price of bullion 
was solely attributable to the issue of iBank of England 
notes! Nothing could be farther from the fact; and, had 
the committee been acquainted with the very elements of 
the currency question, they never would have hazarded 
such an absurd opinion. 

55. The following exhibits the amount of Bank of Eng- 
land notes in circulation from 1810 to 1815, together with 
the variation in the prices of gold : — 

Tears. Bank Issues. Price of Grold per ounce 

1811, £23,550,000 £4 13 6 

1812, 23,200,000 5 10 

1813, 23,650,000 5 6 6 

1814, February, 25,000,000 5 8 

1814, August, 29,500,000 4 6 

1815, January, 28,000,000 4 6 6 
1815, April, 6 7 

Here it will be observed that the Bank of England in- 
creased its issues by no less a sum than four and a hall 
millions between the months of February and August 
1814 ; and during the same period the price of gold, not 
withstanding the enormous increased issues of the bank« 
fell twenty per cent, per ounce, 

. 56. The bullion committee reported the following, as 
the reason why gold was high in price, — "There is, at 
present, (1810,) an excess in the paper circulation of this 
country, of which the most unequivocal symptom is the 
very high price of bullion; and, next to that, is the low 
slate of the continental exchanges. That this excess is to 
be attributed to the want of a sufficient check and control in 
the issues of paper from the Bank of England, and origi- 
nally to the suspension of cash payments." That the 
principles embraced in this report are entirely fallacious, 
and neithier well founded in principle, nor in accordance 
with the evidence, must now be admitted. 

57. Had the bullion committee only considered the ef- 
fect of the increased and unnatural demand for the article 
of bullion, arising from the general war raging all over 
Europe, they would have found causes enougn for the high 
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erice of bullion, without attributing the rise in price to 
ank of England notes, which represent the value of mer* 
cantile bills, much more than they represent gold bullion. 
They do noi represent sold bullion more than they repre- 
sent any other article of commerce the value of which is 
drawn for by a bill of exchange^ which bill of exchange 
will purchase the quantity of bullion the bank promise to 
pay to the holder of the note. 

58. The assertion as to the convertibility of bankers' 
notes (which are the equivalents, as being given for mer- 
cantile bills) into bullion, ought to have been set at rest by 
the evidence laid before this very committee. It was proved 
that mercantile bills sold on the exchange at New York. 
for hard dollarB^ at a premium, when Bank of England 
notes, viewed as government notes, and not as the repre- 
sentatives of mercantile bills, were at a discbunt in London, 
as compared with bullion, to the cfxtent of from 25 to 30 ' 
per cent. 

59. This assertion that mercantile bills could be sold on 
the exchange of New York, for hard dollars^ at a premium, 
whilst Bank of England notes, as compared with the price 
of hard dollars in London, were at a discount of between 
25 and 30 per cent, is a fact so astounding, that the writer 
feels himself bound to give the " ipsa verba^^ of the evi- 
dence published bv the Bullion Committee of 1810. The 
following is from the evidence of Mr. J. L. QrefTulhe, taken 
from page 71 of the report:-— 

"Can you state what is the present course of exchange 
with the United States of America? The exchange in 
America upon England Jhais been in favour of England for 
a considerable time^ (There is no exchange in England 
upon America.) 1 do not know what it has been very re- 
cently, but probably it is lower, perhaps below par, in con- 
sequence of considerable exports having lately taken place 
from America. During the suspension of those exports, 
the exchange, of course, was in favour of England. I 
would, indeed, lay some stress upon this circumstance, as 
supporting my opinion that the exchanges are influenced 
by mercantile causes only. During the depreciation of 
English currency on the Continent of Europe, a premium 
was paid fos it, in America, in hard dollars I /" 
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CHAPTER VII. 

THB ADVANTAGES OF JOINT>STOCC BANCS, IN RESPECT OF THEIP 
TENDENCY TO REUEVE THE COMMERCIAL AND AGRICULTURAL 
INTERESTS FROM ABSOLUTE DEPENDENCE ON THB BANK OF ENG- 
LAND. 

60. Next to the pernicious statute restricting the number 
of partners who could coalesce to Ibrm a banking copart- 
nery in England to six, it may be affirmed that the attempt 
to make a stale bank (which the Bank of England avowed- 
ly is) also the great commercial bank of the country, has 
been attended with the most disastrous consequences. 
The following charges may be fairly brought against the 
Bank of England by the commercial interests :~lst, The 
directors have uniformly sacrificed the interc^sts of the 
merchants of England, and cultivated the favour of gov- 
ernment, at the expense of the mercantile interests, in order 
to protect their exclusive privileges. 2d, They have dis- 
played gross ignorance in the management of ^e Bank of 
England, by raising the price of silver, as compared with 
the current coins of the realm, which was the cause of the 
depreciation of their own notes, and, when the resumption 
of cash payments took place, produced the misery which 
resulted from that otherwise just and prudent measure. 

61. If these propositions be at all satisfactorily made out, 
then it must follow, that joint-stock banks are wanted in 
England, both to protect the commercial interests of Eng- 
land, and to afford 9afe and profitable investments of ca pital. 

62. The first charge is — that the Bank of England has 
uniformly sacrificed the interests of the merchants to that 
of the government In proving this charge, it is only ne- 
cessary to refer to the evidence given before the Bullion 
Committee in 1810. It is incontestably proved by that evi- 
dence, beyond all possibility of doubt or dispute, that the 
Bank of England, in itt practice, exactly reversed the order 
of its issues, in respect to the two great parties who claimed 
the benefits of that institution^namely, the commercial in- 
terests and the government. The Bank preferred, on all 
occasions, the government to the commercial interests; 
and thereby injured the very party which it was its desire 
to serve ; for the government would have received circuit- 
ously, through the channel of the mercantile interests, all 
the aid they received dir{?c% through the Bank of England, 
at the sacrifice of the commercial interests. 

63. The rule laid down by the directors of the Bank of 
England, from 1797, seems to have been— 1st, To supply 
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eovernment with currency as far as they were able ; and 
ttien, if they had any funds over and above, thesQ spare funds 
were doled out to the commercial interest The reverse 
proceeding ought to have taken place. The wants of the 
commercial interest should have heenjirst supplied, and 
then the demands of the government. That this was the 
course the Bank of England ought to have followed, is 
proved by the evidence of J. L. Greflfulhe, given before the 
Bullion Committee in 1810, p^ 75: — 

" Do you then conceive that, to whatever extent the Bank 
afiords facility of discount, either to the government or to 
individuals, provided the security be good and payable at 
fixed dates, that no excess of circulation in bank paper 
can possibly take place ?" 

Answer, — "1 conceive that the wants of the circulation 
are, of course,confined to a certain sum : whatever propor- 
tion of that sum is invested by the Bank in government 
securities, will diminish in the same proportion the calls 
of the public upon the bank for discounts ; the amount of 
notes, therefore, in circulation, will remain the same. Tke 
poitU where, in my opinion, the bank ought to stop in such 
purchases of government securities is, when good responsibls 
hills are no longer sent into the bank by the public for dis- 
counts^ 

64. It is notorious that the Bank of England has, for the 
last &[iy years, been a mere too), alternately of the govern- 
ment and of a junta in the bank parlour, and that the inter- 
ests of the merchants of England have been made a matter 
of secondary consideration. This was sufficiently exem- 
plified in 1825-6, during the panic. Setting aside the incon- 
testable proofs afforded by the evidence given before the 
Bullion Committee of 1810, the Bank took alarm, in 1825. 
lest the course of exchange witli foreign countries should 
get too low, and produce a drain of th& precious metals t 
and therefore they restricted their issues!! Mr. GrefiTulhe 
states, on page 75 of the evidence—" The bank pu)er cur- 
rency of this kingdom, which, from its nature and from the 
manner in which it ought to be and I believe is issued, can 
Scarcely in my opinion be carried to excess ; it is only 
called forth by the real wants of trade and circulation, and 
is always represented bv a valuable consideration. I con- 
ceive that, 03 long as bills of undoubted solidity are sent 
into the bank for discount, the banks are fully justified in 
issuing their notes against those bills, without any fear of 
the amount of their currency becoming excessive. The in- 
crense in the amount of the bank notes in circulation, with- 
in these few years, is, in mv opinion, accounted for, in the 
first place, by the incxe^ee^ commerce of the country ; and^ 



n THEORY AKD PRACTICE OF 

in the next place, by the increase of the public debt, and 
the consequent taxation, which has the effect ofenhancing 
the prices of all commodities; and the, amount of currency 
required for the purpose of facilitating the exchange of those 
commodities, or, in other words, for trade and circulation^ 
must naturally increase in the same proportion?^ 

65. The directors of the Bank of England appear to have, 
in 1825, when they contracted their issues, entirely forgot- 
ten both the evidence above quoted, and the fact that gold 
fell from £5: 8*. per ounce, in February, 1814, to £4: (5«. per 
ounce, in August of the same year, whilst the Bank's issues, 
during the same period, increased from 25 millions to 29 
millions and a half From this fall in the price of gold, 
during a period when the Bank^s issues were increased 
four and a half millions, it was incontestably proved that 
the Bank's issues have no effect whatever on the great 
course of exchange and price of the precious metals over 
the four quarters of the world. The banks were called on, 
by the wants of commerce— expanding, as commerce did, 
to such an unbounded extent, in 1824— to have, as Mr. 
Qreffulhe pointed out, increased their issues, to have sup- 
plied the wants of commerce, rather than to have pursued 
a contrary system. 

66. The Bank directors seem to be abundantly ignorant 
of the self-evident truth, that the circulation of the Bank is 
not required by foreign merchants to pay debts due British 
merchants. Bills are purc^hased by foreign merchants for 
this purpose, and not bank notes. When an increased sup- 

6y of bank notes is required, the demand arises from the 
ritish merchants, amongst themselves, requiring more noites 
for purposes of transfer between themselves, and not to 
serve as remittances to foreign countries. When British 
merchants require most bank notes, foreign merchants owe 
them more money for sales of goods than, at the time when 
no demand for bank paper exists. The demand for bank 
paper proves the healthy condition of the country ; the non- 
demand, the reverse. 

67. Mr. Joplin, a writer on bank currency, has lately 
claimed the merit of having first pointed out the fallacy of 
the Bank of England acting contrary to the above princi- 
ples in 1826, and thereby put an end to the panic ; but Mr. 
Gretfulhe and other gentlemen pointed out the means of 
putting an end to panics, so far back as 1810— so that no 
claim of originality exists with Mr. Joplin. 

68. The second charge the merchants of England have 
to bring against tlie Bank directors is, that they displayed 
gross ignorance in the management of their bullion matters 
during the late war, and thereby depreciated the exchange^ 
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able value of bank notes and mercantile bills as compared 
with ballion on the continent of Europe. This is a more 
serious charge than most people suppose. 

69. From 1797, the date of the Bank Restriction Act, up 
to 1811, Bank of England notes truly represented the value 
of so much bullion as was contained in twenty shillings of 
silver of the standard weight and fineness, and all attemptsi 
to prove that bank notes had depreciated in value signally 
failed. The enemies of the Bank attempted to prove that, 
because bank notes were not exchangeable in London for 
so much silver as was contained in twenty shillings of the 
legal weight or standard, they had, therefore, become de- 
preciated in value. But this reasoning was fallacious; 
because a bank note purchased the exact quantity of cotton 
wool, for instance, or any other commodity, at Liverpool, 
which could have been purchased with twenty shillings in 
silver, it has also been stated before, that mercantile bills 
brought a premium, in silver dollars, on the American ex- 
changes. The mercantile bills of the country were not, 
therefore, depreciated in value; and, as mercantile bills 
were freely given in exchange for Bank of England 
notes, these notes could not, with any propriety of lan- 
guage, be called a depreciated currency. In a written 
communication, furnished to the Bullion Committee of 1810, 
by C. Lyne — see minutes, p. 53— the following statement 
is made : — *' I do not agree in opinion with those who con- 
ceive that the depression in our exchanges, or the export 
of specie, is occasioned by our circulating medium being 
bank notes; though I know of instances (and in which I 
have had much practical experience) where such effects 
have been produced by a paper money circulation, in dif- 
ferent parts of the Continent of Europe. But that has been 
so produced only as such paper currency became of less 
value than what by lav> it was purported to represent ; and, 
therefore^ when it so felLin value (and not before) that 
bills on foreign countries were not obtainable at such rates 
of exchange or price, when to be paid for in such paper 
money, as they were then to be paid for in gold and silver, 
the exchanges necessarily became depressed in the same 
proportion as the paper money became depressed. But 
the case is by no means similar in respect to the bank 
notes and exchanges in this country : very much other- 
wise, inasmuch as bills on foreign countries are here ob- 
tainable precisely at the same rates of exchange, whether 
they be paid for in bank notes or in guineas; and, conse- 
quently, the remitter can place, by bill remittances, as many 
florins in Amsterdam, or as many merks in Hnmburgh, 
with £1000 in bank notes, as he can with £1000 in guineas ; 
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and, threfore, it becomes obvious that the course of ex- 
change between England and the Continent would be pre- 
cisely the sante, whether the circulating medium were in 
bank notes or in guineas, if the latter uere to be kept in the 
cmtniry. But, if guineas were the circulating medium, and 
if the}' were to be sent to the Continent for the payment of 
the debt due from this country, they would most undoubt- 
edly have the effect of reducing the present great differ- 
ence of exchange ; and so would undoubtedly an equal 
amount of any other article. Guineas would produce the 
most speedy effect, inasmuch as, being of a more portable 
nature, they would sooner find their way into the Conti- 
nent But, while guineas would thus produce the most 
speedy effect, it is equally obvious that merchandise of law^ 
jul export would produce a greater effect in reducing the 
difference of exchanged 

70. It must be apparent, from the above evidence, that 
joint-stock banks which hold the representative of ^* mer- 
chandise" in good mercantile bills, hold, in fact, the con- 
vertible value of the bullion of Europe, America, and the 
Indies, whilst the Bank of England attaches an undue 
value to government paper as compared with mercantile 
bills. Bank of England notes are more the representatives 
of government stock than they are of mercantile bills ; 
and, consequently, the interests of the merchants of Eng- 
land are invariably sacrificed to the wants of the govern- 
ment, and to the preservation of the Bank of England, as 
a state bank, 

71. Accordingly, the Bank of England, in its character 
of a state bank, did, during the latter years of the last war^ 
not only depreciate the value of its own notes, as compared 
with silver, but, by this act of gross ignorance as to its con- 
sequences, affected the value of mercantile bills on some 
of the European exchanges nearest to the seat of war. 

72. As government required silver, not goods, for the pay 
of her foreign armies and subsidies, she persuaded the 
Bank of England to take exchequer bills to the amount of 
some millions annually, and, in return, government agreed 
to accept from the Bank of England 1589 grains of silver, 
as the price of a government paper guinea expressed in^ 
exchequer bills^ in place of 1953 grains of silver, being the 
quantity contained in four crown pieces and one shilling 
of legal currency. 

73. This act offelo de se on the part of the Bank, injured 
the mercantile and landed interests of Great Britain beyor»d 
calculation, merely to enable the government to pay foreign 
subsidies and . mercenary troops. This will be apparent 
if we reflect, for a moment, what was the price (tn silver) 
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of cotton wool, for instance, during the war on the conti- 
nent It is stated on page 67 of the minutes of evidence 
talcen before the Bullion Committee, that a pound of Brazil 
cotton, had it been ailowed to be exported, which was sell- 
ing at Liverpool for two shillings, was worth six shillings 
in silver at Hamburgh ! Now, the Bank of England, by 
means of its monopoly and power of " legal tender," forced 
the Liverpool merchants to taice even the reduced price of 
two shillings, not in the equivalent value of the legal coin 
of the realm — ^viz. 186 grains of silver, beirxg the quantity 
in two legal shillings^but it forced them to accept 151 
crains of silver, because government gave them two ahU- 
lings "worth of its paper for that number of grains of silver, 

74. Thus the government first injured the currency of 
the country, by giving to the Bank the same amount or the 
national annuity for a less amount of silver than was the 
legal tender ; and the Bank depreciated the value of its 
own notes all over the world, to make profit at the hands 
of the government. The Bank effected this as follows:^ 
It issued a silver currency of its own — and the directors 
themselves valued their own notes in silver, in said current 
cyy at three dollars, (stamped as bs. Qd, tokens;) one Is, 6d, 
token, and two shillings. 

75. Thus the Bank not only depreciated its own curren- 
cy, but depreciated Ihe value of mercantile bills, which 
were given in exchange for its notes ; and the amount of 
depreciation may be clealy shown, as follows : — A bank 
three-«hilling token weighed d wts. 11 grains, or 227 grains ; 
and the weight of three shillings is 11 dwts. 15 grains, or 
270 grains. 

Therefore. 7 bank tokens were k= 1589 grs. 

And 21 shillings are =» 1953 do. 

Therefore, 21s, : 7 tokens : : 1953 : 1589. 
7 X 1953 

Therefore, a guinea is equal to tokens, equal to 

1589 
13671 

■ t okens, which made twenty-one shillings of the legal 
1589 

coin of the realm, equal to eight three-shtlling bank tokens^ 
Is, 9|ei.— thus eqtuil to 25s, 6fc^. bank currency. 

76. By taking the reverse process, we shall show the real 
intrinsic value of a Bank of England one pound note, during 
the last war. By deducting 93 grains (the weiffhtof a shilling; 
from 1953. and 76 grains (the weight of j- token) firom 
1589, we have a one pound note : 20 : : 1513 : I860* 

20X1513 

Tberefim, the one pound nottoii equal -r — shillingt 

1860 
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eqaal to ■ shillings, equal to 16s. if f f- ; or, a Bank of 

1860 
Bnffland one pound note was rendered about equal to Ids. 
4id. statute currency, through the igiiorance of the Bank's 
dealings with government ! 

77. Had the Bank required a greater amount of govern- 
ment paper for the legaX number of grains of silver con- 
tained in twenty shillings^ it would have kept bank notes 
always at their true value, or representatives of what they 
pretended to be, viz.— 1860 grains of silver in place of 1513. 
All government pensions, salaries, and permanent burdens, 
would not have been created on the scale of 1513 grains, 
and paid by the country on the scale of 1860 grains— what- 
ever should be the price of bullion, should it even rise to 
the enormous price at Hamburgh it did during the hundred 
days of Napoleon. 

78. The joint-stock banks of Scotland have lately adopt- 
ed a very salutary measure for the interests of their pro- 

I)rletary. In place of keeping a reserve of Bank of Eng- 
and notes, to answer the purposes of "legal tender^," they 
lay up a stock of exchequer bills hearing interest; and 
they have, further, adopted the plan of seUling the differ- 
ence of their issues— that is, the excess of each other's 
notes at the weekly exchange — ^in exchequer bills, instead 
of by drafts on their London agjents, payable on the pre- 
sentation. Perhaps the Scotch oanks have adopted this 
mode of rendering themselves independent of any ad- 
vances from their London agents, since the refusal to hon- 
our a draft given at the exchange of notes by a joint-stock 
bank in the west of Scotland, on a private banker in Lon- 
don. The security of this joint-stock bank must have 
been undoubted for several millions ; yet the private bank- 
er refused itsdrafl for a few thousand pounds, and thereby 
caused a loss in circulation, and fall in value of stock, 
which could not be compensated for by any after liberality 
on the part of the London agent. 

79. This issue of exchequer bills, on the part of the 
Scotch banks, will probably benefit government more than 
its connexion with the Bank of England, as it will create 
a demand for exchequer bills from the various banks of 
issue throughout England and Scotland. In the appendix 
will be found the rate of interest allowed by the chartered 
banks of Scotland since 1810, ih order that the public may 
eompute the relative valttos of bank receipts and er '^ • 
qaer biUs. 
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on THJE SYSTEM OP BQOK-EEEPING ADOPTED B^^H^JOINt^ 
STOCK BANKS IN ENGLAND. ^" --^^^*<.\ 

60. Tbe system of bank book-keeping adopted by the 
Joint-stock banks in fingland, differs considerably, in the 
details, from the system in use by the joint-stock banks in 
Scotland. This difference arises from a difference in the 
ttiode and charges on bank transactions in England. The 
primary set of books, the cashier's cash book, and the stock 
Jonrdal and lee^er, are according to usual practice in Scot- 
land. Thestock account is debited for the particular sums 
paid up by the different partners, and each partner has a 
foKo opened for him or herseif in the stock leger, wherein 
tbe precise sum paid up on the share is credited at the date 
of the payment. The next set of books is the general 
cash book and leger, wherein are inserted all the transac- 
tions with the customers of the bank. These transactions 
are recorded in the cash-book kept by the cashier at the 
counter, precisely as they are in Scotland, with this differ- 
ence, that the discount on bills is not deducted from the net 
proceeds ; but they are entered for the full amounts, to tiie 
credit of the accounts in the pass-books of th^ customers, 
and the discount is entered in a column set apart for that 
purpose in the leger. 

8\. It has been already explained, that, when once a 
customer obtains leave to open an account with a bank in 
England, he uniformly receives a credit on his own security 
alone. The cashier and clerks know, in almost every case, 
where bills are tendered to the credit of the account; 
whether the bank is satisfied or not with the account ; and, 
therefore, with the few br singular exceptions where the 
directors are dissatisfied, all bills, on presentation at the 
counter, are often without, but always on being sholvn to 
the manager, passed to the credit of the customer. The 
mode adopted in Scotland, of subjecting the bills to the 
scrutiny and remarks of a "b^ard up stairs," and " to call 
back at an after hour," would not be tolerated in England 
lor a moment Were an English customer, in good circum- 
stances and credit, asked <* to leave his bills for the consid- 
eration of the directors," he would instantly make arrange- 
ments to close his account with the bank. 

82. It results from the above mode of doing business, that 
tbe sjrstem of book'-keeping, so far as relates to the <* bill- 
books,'' and their corresponding entries in the customers' 
pass4>ook8, is widely dimreat in the joint-stock banks in 
England from that in use in Scotland^inasmuch as the 
4 
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. bm^ are immediately passed to the credit of the customer, 
.without discount being computed at the time; and the 
clerks get immediate access to the bills, to insert them in 
the rec6rd of bills discounted, as assets of the bank, the 
moment the customer leaves the bank. 

83. In Scotland, the leger usually contains only the 
necessary space tor inserting — 1st, The dates of, the re- 
ceipts and payments — 2d, The sums paid or received — 3d, 
The number of days between each transaction — 4th, Two 
separate columns for the product of the days, multiplied 
into the balances in favour of or against the customers ; 
so that the interest may be computed by one operation, at 
the end of the year, by simply adding up the contents of 
the columns, and applying the proper divisors, according 
to the rate of interest charged and allowed ; and, after de> 
ducting the grseater from the less, the difference is debited 
or credited (as the case requires) to the account. 

84. But in England, additional columns to those admits 
ted into the Scotch legers, are required, viz. : — 

3. A column containing the discount on tlie bills paid 
into the account, from the day they are so paid in, 
until the day the bills are at maturity. 

2. A column containing the abatement or discount on 
all bills purchased from the bank, from the day tiiey 
are paid away to the customer, as cash, to the day 
they fall due. 

3. A column for stamps, postages, and petty charges, 
on bills sold. 

85. The private bankers in England have accustomed 
themselves to use a mode of computing interest on current 
accounts, not practised in joint-stock oanks of Scotland. 
In Scotland, bankers have adopted a form of leger, which 
not only contains columns of Dr, and Cr., but these columns 
are followed by a column fitted to receive entries of pounds, 
shillings, and pence. In this column is entered the balances 
for or against the customer, after the transaction has just 
been recorded in the Dr. or Cr, column. This balance is 
brought out by a mental operation, and is the result of a 
comparison how the account ought to stand for future 
operations^ as affected by the transactions of the day. 
Those daily balances bear interest either^/* or against the 
customer, and are computed from the date of ane operation 
to another. The number of days which elapse between 
two transactions, are stated in a succeeding column ; the 
balance of the account then forms a multiplicand, and the 
number of days a multiplier ; and the product— which, if 
on a credit balance, is inserted in a Cr, interest column ; 
and if Dr, is placed in the Dr, column— is aummed up at 
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the period of the half-yearly or annual balance, and re- 
duced into pounds, shillings, and pence, by the equivalent 
divisor arising from the multiplication of the days in a 
year' irfto the number of years an annuity equal to the rate 
per cent, allowed, would equal the principal sum. Thus 
365 X 20 (being the number of years an annuity of £5 
would make up £100)=73(X), is the proper divisor at 5 per 
cent. ; and hence it is evident that so often as the number 
7300 can be obtained from the united products of the daily 
balances, multiplied into the time the bank has held or 
parted with the balances, so many pounds of interest will 
be due to or by the customer. At 4 per pent the divisor 
"Will be obtained by substituting 25 years for twenty, thus-* 
365 X 25=9125. 

86. But,, in England, the bankers have been in the habit 
of computing the time between any transaction, and the 
time which has to expire until the arrival of the liext half> 
yearly balance, and computing the interest at once, in place 
of showing only the time which has elapsed between each 
separate transaction on the account, and computing interest 
only once or twice a year. 

87. It follows, that, in the Scotch system, the interest 
columns of the leger deal with real quantities^ or sums of 
interest actually due by the customer or by the bank; 
whilst, in the other system, large fictitious sums appear in 
the columns more like sums of principal than of interest. 
Thus, it is no unusual thing to perceive the interest ool< 
umns of a merchant's account in England, presenting, in 
its summation^ several thousands of pounds, whilst the &a^ 
lance of interest due the bank is perhaps only a few pounds* 
It is supposed, by the Scotch bankers, that correctness is 
more likely to be obtained by dealing with small sums in 
the interest columns, than by introducing large nominal 
sums of interest computed, as 1^ on each separate trans- 
action, the balance of the account were to remain unaffect- 
ed by future operations, until the arrival of the succeeding 
half-yearly or annual balance. 

88. The only book of importance kept by an English 
joint-stoj^k bank, not kept or required by the Scotch joint- 
stock banks, is the ^' London Advice Book." This book is 
required, l)ecause almost the entire number of bills passing 
through the bank are payable in London, and pass there- 
fore necessarily through the London agents' account. 

An English bank customer, if his business be at all ex- 
tensive, usually makes an excerpt from the bill book of his 
acceptances which fall due in London for the succeeding 
fortnight or month. A daily register, with separate open 
spaces for a month forwards, is kept at the bank, called 
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'' The London Advice Book." In this book, the accept- 
ances of the customers are entered, in the order they tall 
due, and describing very particularly the day and banking- 
house in London where the bills are made payable ; and 
they are usually delnted to the customer at the time they 
are advised to be paid in London. 

89. It is particularly necessary to attend to the place of 
pa3rment in London, where a customer has newly opened 
an account with a bank, because the bills will probably be 
accepted payable at the London bankers, who are the agents 
of the bank the customer has just leA, and therefore the bills 
may, throu^ a mistake in the advice, be dishonoured, and 
seriously anect the character of the customer with the pub- 
lic. All new joint-stock banks, whose customers of course 
must have recently left other bankers, require to be ex- 
ceedinff careful in keeping the London Advice Book cor- 
rect If no place of payment be mentioned, the bank of 
their regular London agents is presumed to be the place of 

gayment ; and therefore no great danser can arise to cus- 
>mer8 who have bad accounts open tor some time with a 
joint-stock bank, and who accept uniformly, payable at the 
London agents with whom the joint-stock bank keeps its 
London account 
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I. — FOBH or " BIXMORANDUM OF DEPOSIT^" OF TITLE-DEEDS, AS ▲ 
UEH FOR ADVAKCES BT A JOINT-STOCK BANKING OOMPAMT« 

Whereas the Banking Company iiave, 

at my request, agreed to make advances to or for my use 
of any sum or sums of money, not exceeding, in the whole, 
hundred pounds, on my giving to the said com- 
pany a lien for the said advances on the deed of convey- 
ance hereinafter mentioned, in addition to my personal 
liability for the sajne. Now, therefore, I do hereby deliver 
to and pledge with the said company a certain indenture, 
bearing date the day of and expressed to be made 

between me, the undersigned and 

of the first part, 
of the second part, and the said of the 

third part, and of the fourth part; which 

deed I agree shall remain in the custody of the said com>- 
pany as a collateral security for and until I shall have fully 
repaid to them all and every such sum or sums, (not ex- 
ceeding, in the whole, pounds,) as I shall or 
may at any time or times be indebted to the said company. 
Dated this day of in the year of our Lord 
one thousand eight hundred and 

Witness, 



II. — FORM OF MEMORANDUM OF DEFOSITE OF TITLE-DEEDS, ANO 
ALSO OF SHARES IN THE BANK,>AS'a LIEN FOR ADVANCES BT A 
JOINT-STOCK BANKING COMPANY. 

Whereas I have borrowed of the 
Banking Company the sum of pounds, for 

securing which I have given them my promissory note, of 
this day's date, payable on demand, with interest, at the 
rate of pounds per centum per annuir. Andndiereas, 
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at the time of advancing the said loan, it was agreed that 
I should^ in addition to said note, give the company a col- 
lateral security or lien on the title-deeds and writings men- 
tioned in the several schedules hereunder written, relating 
to freehold estates in the town of , belon^ng to me. 

And also, a further lien on the shares of and in the 

capital stock of the said company, belonging to me, and 
standing in my name in the books of the said company. 
Now, therefore, I do hereby deliver to the said company 
the said deeds and writings, and do ple^e the same, and 
also the said shares, with the said company, for securing 
to them the repayment of the said sum of pounds, 

and interest. Dated this day of 

eighteen hundred and thirty 



TBS FIBST aCHBDULE ABOVB BEFEBBED TO. 

(Datei^.^ Indentures of leas;e and release, the release be- 
/ ' tween 

of the first part, 
of the second part. 

(Dates.) Indenture between 
of the first part, 
of the second part, 
of the third part. 

(Date0.) Indentures of lease and release between 
of the first part, 
ofthe second part, 
of the third part, 
ofthe jR>urth part 



THE SECOND SCHEDm^ ABOVE BEFEBBED TO. 



Indenture between the said 
ofthe one part, and ^ 
ofthe other part 

(Signed) 



Witnenii 
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m. — RATES OP BANK INTEREST NOW AND FORMERLY 
ALLOWED IN SCOTLAND. 

BANE OF SCOTLAND. 

1810^ Octobor to July 21, 1817.— 4 per cent, on deppsites and eonaignmenu 
01 money remaining 6 months from date 
of deposite ; 3 per cent, if lifted aooner. 
On current accounts, 3 per cent 

1817, July 21, to Jan. 19, 1824.-3 per cent. ; but sums which had 1>een 
lodged previous to 2l8t July 1817, on depos- 
ite repeipts and consignments, were al- 
lowed to remain at 4 per cent 6 months 
longer. Current accounts, 3 per cent.r^ 
N. B. During this period, there is an ex* 
ception as to consignments, all of whidi 
were allowed 3^ per cent, from 27th March, 
1821, to 1st August, 1822, and 3 per cent, 
from 1st August, 1822, till 19th January, 
1824. 

1824, Jan. 19, to Dec 31, 1824.— 3 per cent, on all sums lodged after 19th 
Jan. 1824, (on any description of receipts,) 
to the extent of 1000/, and 2 per cent, on 
ihe Burphis. Bui on sums lodged previous 
to 19th January, 1824, 3 per cent, to the 
, extent of eoooi and 2 per cent on the sur- 
plus. 

1824, Dee. 31, to Not. 28^ 1826.— 2i per eent on all sums to the extent of 

3000(, and 2 per cent on the surplus, 

1825, Nov. 28k to Dec. 19, 1825.-3 per cent on all sums. 

1826, Dec. ^9, to Oct 1, 1826.— 4 per cent on all sums. 

1826 Oct 1, to May 16^ 1827.— 4 per cent on deposite-reccqpts, if themon* 
ey lay 6 months ; but, if lifted sooner, only 
3 per oent. ; and on consignments for any 
period, 4 per cent.— 3 per cent on current 
accounts for any perioo. 

1827, May 16, to June 1, 1828.— 3 per cent on all sums, with the following 

exceptions :— That sums lodged since 16tn 
November, 1826, and remainmg 6 months 
from the date of deposite, are allowed 4 
per cent for these 6 months, and 3 per 
cent thereafter: and consignments lodged 
previous to 16th May, 1827, remain at 4 
per cent till 1st June, 1827. 

1828, June 1, to May 26^ 1829«— «i per cent on all sums. 

1829, May 26, to Sept l, 1829.— 2t per cent, on all sums to the extent of 

600/ ; 2 per cent- on aurplua; but sum* 
lodged previous to 25th Mioiy. 1829s, tp cour 
tinue at 2i pe^ cent on the mil (i^pip.t to 
1st July. 
1829, Sflpt 1, 2 per cent on all sums. 
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ROTAL BANK OF SCOTLAND. 

I.-" On DeposUe AccounU. 

From 4th Jan. 1810, to aoth Julf, 1817, at 4 per cent 7 yeart, 197 days. 

From 20th July, 1817, to 20th Dec 1824, at 3 per cent 7 „ 163 days. 

From 90th Dec. 1824, to 23d Nov. 1829, at 2i per cent „ 338 days. 

From 23d Nov. 182&, to 19th Dec. 182S, at 3 per cent „ 26 days. 

From 19th Dec. 1825, to 16th May, 1827, at 4 per cent 1 „ 147 days. 

From 16th May, 1827, to 15th Sept. 1827, at ^ per cent „ 123 days. 

From 16th Sept. 1827, to 15th May, 1828, at 3 per cent „ 242 days. 

From 16th May, 1828, to 12th Sept 1829, at 2i per cent 1 „ 120 days. 

From 12th Sc^t 1829, to at 2 percent 

XL— On operating Cash AcccunU, 

From 16th Oct 1822, to 19th Dec. 1826^ at 4 per cent 3 years, 64dayB. 
From 19th Dec. 1826, to 5th May, 1828, at 6 per cent 2 „ 137 days. 
From 5th May, 1828^ to at 4 per cent 



BRITISH LINEN eOMPANY. 

Prior to 16th February, 1821, Interest at the rate of 4 percent 

From leth Feb. 1821, to 11th Nov. 1821, at 8 per cent 268 days. 

From Itth Nov. 1821, to 10th Sept 1822, at 3| per cent 308 days. 

From 10th Sept 1822, to 3l8t Dec. 1824, at 8 per cent. 2 years, 112 days. 

From 3l8t Dec. 1824, to 2d Dec. 1835, at 2i per cent „ 836 days. 

From 2d Dec. 1826, to I9th Dec 1825, at 3 per cent „ 17 days. 

From 19th Dec. 1825, to 30th May, 1827, at 4 per cent 1 „ 162 days. 

From 30th May, 1827, to 30th May, 1828, at 3 per cent 1 „ days. 

From 30th May, 1828, to 1st Sept 1829 at 2| per cent 1 „ 94 days. 

From 1st Sept 1829, to at 2 per cent 



COMMERCIAL BANE OF SCOTLAND. 

Prior to 15th May, 1822, Interest at the rate of 4 per cent. 

From 16th May, 1822, to 10th Sept 1822, at 3} per cent 118 days. 
F^om lOth Sept 1822, to 3l6t Dec. 1824, at 3 per cent 2 years, 112 days. 

From 81st Dec. 1824, to 2d Dec 1825, at 2\ per cent „ 336 days. 

From 2d Dec. 1826, to 19th Dec. 1825, at 3 per cent. „ 17 days. 

From 19th Dec 1825, to 2d June, 1827, at 4 per cent 1 „ 166 days. 

From 8d June, 1827, to 2d June, 1828, at 3 per cent 1 „ days. 

From 2d June, 1828, to 1st Sept 1829, at 2i per cent 1 m 91 day«. 
Fh>m 1st Sept 1829, to at 2 per cent 
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iv. — abstbagt contents op the '^deed op sbttlebfent'' 
usually made between the partneb8 op a joiht-stocx 
banking company. 

Introductory clauses. 
Date of deed. 
Parties to deed. 

Recital of agreement to become a banking company. 
Appointment of officers. 
The parties mutually covenant each other. 

1. Title of company. 

2. Capital declared. 

3. Number of shares of the parties, together with their 

places of abode, to be written opposite to their- 
names. 

4. Number of shares allowed to be held by one share- 

bolder. 

5. Payment of instalments and future calls. 

6. Power to return unemployed or useless capital. 

7. Calls on future subscnptions. 

8. Shares to be forfeited on non-payment of calls. 

9. Directors may remit forfeitures, 

10. When shares vested in two or more persons, one to be 

appointed to vote. 

11. No benefit of survivorship, except as to shares vested 

in joint tenants, and shares to be considered person- 
al estate. Profit and loss to be divided amongst the 
shareholders, in proportion to their shares. 

12. Nature of business to be transacted. 

13. Business to be under the control of the directors. 

14. Declaring the present directors. 

15. Clualification of directors. 

16. Meetings of directors. Number necessary to consti- 
tute a board. 

Chairman to be appointed. 

Power to directors to purchase, erect, or take, suitable 
offices, and insure them against fire. 
19. A discount bill committee appointed. 
80. Power to board of directors to appoint managers, and 
other officer? and clerks, and declaring the security 
to be taken firom each. 
21. Durectors to appoint public officers for the purpose of 
$aing and being sued, and also to appoint trustees. 
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2SL Power to make advanees. 

23. Proper books to be kept, and balanced twice a year. 

24. Annual general meetings fixed. 

25. Statement of affairs to be exhibited at annual general 

meetings. 

26. Auditors may be appointed if directors' report be ob- 

jected to, or for other just cause. 

27. Appointment of chairman at general meetings, and 

mode of voting. 

28. No shareholder allowed to vote if calls unpaid. 

29. Special general meetings may be caUed by share- 

holders. 

30. If shareholders do not attend, meeting may be 

adjourned. 

31. Minutes of proceedings to be entered in a book. 

32. Surplus fund to be established. 

33. Dividends to be declared annuaUy. 
•34. Notice of dividends to be given. 

35. Dividends and bonuses not paid in six months, to go 

to the account of the unclaimed dividend fund. 

36. Mode of directors retiring from office, and of electing 

new directors. 

37. List of persons qualified to be directors, to be hung up 

in the cashier's office in bank. 

38. Directors to testify acceptance of office, and, on neg- 

lect, interim directors to be appointed. 

39. Directors to sign a declaration of secrecy. 

40. Directors may resign. 

41. Directors or manager may be removed. 

42. Power to directors to appoint sub-committee. 

43. Power to directors to compound for stamps. 

44. Directors may make by-laws. 

45. Directors may authorize officers of the bank to sign 

notes and other documents. 

46. List of shareholders to be kept, and fi'om time to time 

amended. 

47. Directors may establish branch banks. 

48. Board of directors to have the conduct of all actions 

brought against the public officers. 

49. Power to board of directors to commence legal pro- 

ceedings against any person or persons, whether 
shareholders or not 

50. Power to board of directors to submit to arbitration, to 

compound debts, and sign bankrupt certificates. 

51. General power to the board of directors to invest sur- 

plus fiinds, and to change securities. 
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52. The nominal holders of shares to be deemed the real 

owners. The company not to be affected with 
trusts. 

53. Lien on the shares of shareholders indebted to the com- 

pany. 

54. Power to shareholders to sell their shares after 

(date) subject to directors' approval. , 

55. Directors to determine the form of transfer. 

56. Shareholders' certificate. 

57. Shareholders not permitted to inspect books. 

58. Husbands, executors, administrators, legatees, guard* 

ians, committees, and assignees, may receive divi- 
dends due at marriage, death, bankruptcy, or luna- 
cy, of those whom they represent- 

59. Husbands, executors, administrators, legatees, guard- 

ians, or committees, to be admitted sharehoj(fers on 
signing their consent so to be. 

60. The title of transferees, and of representatives be- 

coming shareholders, forfeited by not executing or 
acceding to deed. 

61. Shareholders not required to execute more than once. 

62. Shares to be forfeited by non-execution of deed after 

notice. 

63. Obligations of shareholders to cease on transfer or for- 

feiture of shares. 

64. Power to board of directors to purchase and sell 

shares. 

65. Power of general meeting to increase capital, remove 

directors, repeal or confirm by-laws. 

66. Power of board of disectors to call an extraordinary 

meeting. 

67. Receipts of trustees, in whom shares are vested, to be 

good discharges. 

68. Securities and investments to be under the control of 

the directors and trustees, (if required,) to execute 
declaration of trust.. 

69. Receipt of the company's trustee, or three directors, to 

be good discharge. 

70. Mode of appointing new trustees. 

71. Indemnity clause to directors. 

72. Disputes to be referred to arbitration. 

73. Company to be dissolved when the surplus fimd and 

one fourth part of the paid up capital shall be ab- 
sorbed and lost. 

74. Company may be dissolved by two thirds in number 

and value of shareholders. 
76. Notice to shareholders — how to be given. 
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76. Constltotion of language of deed. 

77. Deed to be enrolled if expedient. 

78. Charter or act may be applied for. Two parts to be 

executed by all shareholders. 

79. Power of attorney to execute duplicates. 
Conclusion. 
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